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ABSTRACT 

Prepared for joint hear ings on thfe impact of the 
proposed budget cuts on programs affecting children, these background 
materials describe the main programs which serve children, in five 
general areas! These areas are health-services for mothers and 
children, child nutrition programs, aid to families wi th. dependent 
children, day care and other child care programs, and child welfare, 
foster care, and adoption programs. Both the impact of the previously 
enacted FY 1982 budget cuts and the impact of , the new proposed budget 
cuts for : FY 1983 are analyzed. (RH) i 



************************************************** 

* Reproductions supplied by EDRS are the best that can be made * 

* , d from the original document. * 
****** *>^* ************************************************************** 

s # 



UJ 



'A 



07th Congress \ COMMITTEE PBINT ( WMCP: 97-30 

2d Session / I 



SUBCOMMITTEE ON OVERSIGHT 

OF THE 

COMMITTEE ON WAYS AND MEANS 1 

AND 

\ SUBCOMMITTEE ON HEALTH AND THE 
ENVIRONMENT 

OF THE 

COMMITTEE ON ENERUY AND COMMERCE 

r.s. iroUvSE of representatives 



IMPACT OF BUDGET CUTS ON CHILDREN 

BACKGROUND MATERIALS FOR JOINT HEARING 
OF THE SUBCOMMITTEE ON OVERSIGHT OF 
THE COMMITTEE - ON WAYS AND MEANS 

AND THE 

SUBCOMMITTEE ON HEALTH And THE ENVI- 
RONMENT OF THE COMMITTEE ON ENERGY AND 
COMMERCE 

U S DEPARTMENT OF EOUCATION 

NATIONAL INSTITUTE OF EDUCATION 

J HJU' ATIONAl RtSntJRUS INFORMATION 

f frNUR 'FRIU 

0 f^v VtJh-, i(u< iifTM-M h.ii M»|ir»nfcH.«i iH 

VS^ : ymmdm ,v ' ,fl " f l "" viu nr " t " ,ani/<1 "°" 




i.|.r>,|t,fi.i i! 

Mirmf ■ h,nnj*«s bi'i'ti m.i'lt- l<< improv* 
«'|ir«H|iii Mor. >1'J-I>**V 

• M .iM'. "f yUWV >>r ( fiS«it,lf«"J ill this tjcii U ■ 

MARCH 3, 1982 ,„,.,,, ( i ii „..i«»h 



t'rt'parod for tlx* iiho of fho Committee on Ways and Means, by its staff 



H^jjptf r H GOVERNMENT PHINTINfl OFlflOK 

'«H>-774 O WAHI1INOTON : 10H2 

TJ— : — 

^■5 2 f 



COMMITTEE OX WAYS' AJfD MEANS 
DAN ROSTKNKOWSKI, Illinois, Chairman 



HAM !M. GIBBONS, Florida 
J J FICKLE, Texas 
CHARLES B RANOEL, New York 
FORTNKYII (PETE) STARK,, California 
J A M KS It. JONKS, Oklnhoma 
ANDY JACOBS, Jn., Indiana. 
HAROLD FORI), Tennessee 
IffSN HOLLAND, South Carolina-, 
WILLIAM M BRODHBAD, Mlohignn 
KD JENKINS, Georgia 
RICHARD A GEPHARDT, Missouri 1 
THOMAS J DOWNEY, New York 
CECIL fCKCj IIKffirPX, Hawaii 
WYCIIE FOWLER, Jn ., Georgia 
FRANK J GT'AKINI, Now Jorwry 
JAMES Nf SHANNON, MitMUiehuHftt* 
MARTY Rt'SSO, Illlnoln 
.DON J. PEASE, Ohio 
KENT IIANCE, TexaB 
ROBERT T MATSCI, California 
DON BAILEY, Pennsylvania 
BERYL ANTHONY. Jn , Arkansas 



BARBER B. CONABLE, Jr.* New York 
JOHN J. DUNCAN, Tennessee 
BILL ARCHER,' Texas 
GC Y VANDER JAGT* Michigan 
PHILIP M. CRANK, 'IlllnolH 
IUIX FRENZEL, Minnesota 
JAMES G. tfARTIN, North Carolina 
L.A. (SKIP) BAFAL18, Florida 
RICHARD T. SCHCLZE, Pennsylvania 
BILL GRADISON, Ohio * 
JOHN H. ROCS8ELOT, California 
W URN SON MOORE, Louisiana 1 



JoHN J Humon. Chief Counsel 
JoHEiMt K. Dowley, Ataittant Chief Counnel 
Robert J Leon Ann, Chief Tax Counsel 
A. L. SinulktoN, Minority* Chief of Staff 



Hl'BCOMMITTEK ON OVERSIGHT 
• CHAKLKS B KANGEL. Now York. Chairman 

SAM M GIBBONS, Florida PHILIP M. CRANE, Illinois 



J J PICKLE, Texas 

EI) J H N K I N S , Goo rg la 

KRANK J Ot'ARINI, N.-* Jerwey 

f \ MFiS M SH ANNON MaMMJH'hinHt* 

MARTY Kf'HKO. Illlnolx- 



W. HBNSON MOORE, Louliilana 
JOHN J. DUNCAN, TonnosHco 
JAMES O, MARTINi North Carolina 



(II) 



I 



COMMITTEE ON ENERGY AND COMMERCE 



JOHN D 
JAMKH II SCHEUER. New York 
KIT HARD U OTTINGER, New York 
HENRY A. WAXMAN, California 
TIMOTHY E WIRTH, Colorado 
PHILIP R SHARP, Indiana 
JAMES J FLO RIO, New Jersey 
ANTHONY TOBY MOFFETT, Connecticut 
JIM SANTINI, Nevada 3 
EDWARp J MARKET, Maasncnuiettn 
THOMAS A LIKEN, Ohio 
DOCG WAI/JREN, Pennsylvania 
ALBERT GORE? Jn., Tennessee 
BARBARA A. MIKt'LSKL Mnrylsnd 
RONALD !^fl&IOTTL, Ohio 
PHIL GRAMM, Texas 
\L 8WIFT .Wflrthlnirton 
MICKEY LE LAND, Texas 
RICHA A RD C &HELBY t Alabama 
CARDIS8 COLLINS, HUnOU 
MIKE SYNAR, Oklahoma 
W J (BILLY) TAUZIN, Loulnlnnn 
RON WYDEN, Oregon 

■RALPH M HALL, Texas * • 

Frank M POtteq, Jr.. Chief Counnel and Staff Director 
Shaiion E I) win, Chief Clerk/ Administrative A distant 
Don a i. o A Watt, Printing Editor 
KANDWJf E Davis, \tinarity Caunael 



DINOELL, Michigan, Chairman 

JAMES T. BROYHILL, North Carolina 
CLARENCE J, BROWN, Ohio 
JAMES Mf COLLINS, Texas 
NORMAN F, LENT, New York 
EDWARD R, MADIGAN, Illinois 
CARLOS J, MOORHEAD, California 
MATTHEW J, RINALDO, New Jersey 
MARC L, MARKS, Pennsylvania 
TOM CORCORAN, Illinois 
OAKY A LEE, Now York 
WILLIAM E. DANNEMEYER, C'allforlnn 
BOB WniTTAKER, Kansas 
THOMAS J, TAUKE, Iowa 
DON BITTER, Pennsylvania t 
HAROLD ROGERS, Kentucky 
CI*EVE BENEDICT, West Vlrfftnln 
DANIEL R, COATS, Indiana 
THOMAS J BLILEY, Ja», Virginia 



SCBCOAOJJITTKK ON n KAI.TH AND THE ENVTfiO^MENT 
HENRY A WAXMAN, California, Chairman 



JAMES H HCHEt'ER, New.York 

THOMAS A. LI KEN, Ohio 

DOCO WALOREN, Pennsylvania 

BARBARA A, MIKCLSKI, Maryland 

if ON WYDEN. Oregon 

JAM EM of FLORID, New Jersey 

ANTHONY TOBY MOFFETT, Connecticut 

RICHARD C SHELBY, Alnbama 

PIUL OR A MM, Texas 

MICKEY LELAND. Trxnn 

JOHN D DINOELU Mlrhljmn i er officio) 



EDWARD R, MADIGAN, Illinois 
CLARENCE J, BROWN, Ohio 
WILLIAM K DANNEMEYER, Cnllfornln 
BOB WII ITTAKER, Knnnnn 
DON RITTER, Pennsylvania 
CLEVE BENEDICT, West Virginia 
THOMAS J BLILEY, Jn , Vlr^lnln 
JAMES T BROYHILL. North Carolina 
i ex officio) 



Karen Nrsr «<»n. Staff Director 



Oil) 



4 



9 

ERIC 



PREFACE 



The following materials have been prepared by 
the staffs of the Subcommittees as background for 
the joint, -hearings on the impact of the proposed 
budget cuts on -programs that affect.' children' . The 
material is designed to describe the mai.n programs 
serving children in five general areas, and to 
analyze first, the impact of the previously enacted 
FY 1982 budget cuts and second, the impact of the 
new proposed budget cut's for FY 1983. 
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HEA LTH SERVICES FOR JflOTHERS AND CHILDREN 

I. 0 Med icaid, Title XIX of the Social Security 

Act / „ ; . 

Overview ^ * Medicaid is a Federal-State 
entitlement program that purchases medical care 
for some 22 million low-income aged, blind and 
disabled persons and families with dependent 
children. Enacted in 1965 as Title XIX of the 
Social Security Act, Medicaid is' the single most 
important source of health care financing for poor 
children. In }981, an estimated 11. million depen- 
dent children under 21 were covered by Medicaid, 
represent i nq more than 48 percent of all Medicaid 
eliqibles. Of all public dollars buying children's 
health care in 1979, about 55 percent came through 
Medicaid^ . 

Stote participation in the program is 
vo lun tary , \a 1 though all States but Arizona '(which 
is negotiating special terms) have chosen to do so. 
The Federal Goverriment shares in the cost of the 
medical care purchased by States on behalf of Medi-* 
eaid eliqibles according to a formula that is based 
upon per capita income of thri* State {the range is a 
minimum of r ;0 percent in the wealthier States to 77 
percent in the poorer States). In FY 1982, the 
Federal Government will spend an estimated $17.3 
bill Ton on Medicaid, the^ States an additional $14.2 
hi 1 1 ion . 

Each State administers its dwn program 
through a State Medicaid Aqency within broad Federal 
quidej inee ; thus, eligibility, benefits and pro- 
vider reimbursement policies vary considerably from 
State to State. Responsibility for managing the 
program at the Federal level rests with the Heafth 
fare Financing Administration of the Department of 
Health and Human Services. 

E 1 i <j ib 1 1 1 ty : Eligibility for Medicaid is 
* i«"l to Hie receipt of cash assistance under the 
Aid to Families With Dependent Children program 

• I > 



and the Supplemental Security Income program (SSI) 
for, the aged, blind and disabled. In general, 
States are required to cover the "categorically 
needy" — that is, persons receiving cash assistance 
under the AFDC and SSI programs. Of the 9.1 
million children eligible for Medicaid in 1979, 
most (87 percent) qualified as "categorically 
needy . " 

States have the option of extendinq Medi- 
caid coverage to the "medically needy." These 
are persons who are aged, blind, disabled or 
members of families with dependent children, who 
ar«> unable to-.afford medical care, but whose 
incomes are higher than the AFDC or SSI eligibility 
standards. In order to qualify for "medically 
needy" coverage, a person must "spend down" to 
the State "medically needy" income standard by 
incurring medical expenses. If these expenses, 
when. applied against the person's income, bring' 
that income below the State's "medically needy" 
standard, then the person is eliqible for Medi- 
caid coverage. ,If a State opts to cover any 
"medically needy" group (e.g., aged, blind, etc.), 
it .must, cover children up to .18 for ambulatory 
services and pregnant women' for prenatal care and 
delivery. As of 1981> 30 States offered coverage 
to the "medically needy." 

Due to restr ict ive eligibi 1 i ty requirements , 
many poor children do not v have Medicaid coverage. 
Tn 1076, an estimated 25 percent of children in 
families below $5,000 per year, had no Medicaid or 
other health coverage at all. While children 
represent, about 48 percent of the total Medicaid 
population, they account for only about 19 percent 
f 1 1 f he Medicaid expenditures. In general, Medi- 
caid hi come standards ,for mothers and children 
are lower than those for aged, blind or disabled 
adults. J 

Serv ices : Under Medicaid law, States 
must- of fer" certain "mandatory" services to the 
"categorically needy": inpatient and outpatient 
hospital services; laboratory and x-ray services; 
skilled nursing facility ( SNF) services to persons 
J) or older; home health services tor those 
entitled to SNF care; family planning services 
and supplies; rural health clinic ser*\ices; 
and certified nurse midwife services. Of particular 
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importance ^ko^hildren „ls the other "mandatory" 
ser\^t7e^tnown as early and periodic screening, 
diagnosis and treatment (EPSDT) , which is intended 
to make health assessments and preventive care 
available to children under 21 in order to avoid 
mor'*\eostly illnesses and conditions. 
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States may also offer "optional" services 
Federal matching payments for them. 
TheTTe include: intermediate care facility (ICF) 
services, prescription drugs, eyeglasses, dental 
care, "luiir services, physical therapy, occupa- 
tional therapy and services for individuals with 
i>p»^eh, hearing »*nd language disorders. 

. The .States may limit the amount, duration 
and 5?' 'Ope of both the "mandatory" and the '"optional" 
services they offer (e.g., 14 hospital days per 
year, 5 physician visits per month). States may 
also impose nominal cost-sharing requirements on 
the "medically needy" for all services and on the 
"categor i ca 1 ly needy" for "opt iona 1 " services . 
Nationwide, about 30 percent of the Medicaid 
dollar .is spent on hospital care, 45 percent on 
nursing home care (SNF and ICF) . 

FY 19 82 Budget Changes : Through the 
Omnibus Budget Reconciliation Act of 1981, P.L. 
97- J5, Congress reduced Federal Medicaid outlays 
for FY 1982 by $944 million and $880 million in 
FY 1981, The major portion of these "savings" 
comes from a pro rata reduction in Federal matching 
payments to most States by 3 percent ii\FY 1982, 
4 perrv-nt in FY 198 3 and 4.5 percent in TY 1984. 
In addition, States were given flexibility in 
administering "medically needy" programs allowing 
then to di-ny coverage to children under 18 for 
,\\ I but ambulatory services and to pregnant women 
for all but prenatal care and delivery. 

In addition, the Act made a number of 
ma tor ''hanqo.s in AFDC eligibility rules resulting 
in * h'« \m;n of cash assistance and Medicaid 
rowrage t0r working mothers and their children. 
Ac c< ) £li 1 . n JjJ^_ L ) . Administration estimates, the net 
rV-lfu 1 1 "ojy f hese changes alone is the loss of 
M* '< \Yi : aT37neireTTTs for 661,000 children and 
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^ • It shCfculd be noted that, even before the 

1981 Reconciliation Act changes, and even before 
the advent of the current recession, the Medicaid 
program did not offer adequate coverage to the * 
nation ! *s poor children. In 1979 it reached only 
about 55 percent of those persons with incomes 
Wlow Federal poverty guidelines. Moreover, the 
coverage offered to those eligible was often quite 
limited, as States sought to reduce outlays by 
limiting benefits or reimbursement levels. In 
1981, before the impact of the Federal'? budget 
reductions was felt, ten States imposed limits on 
the number of covered days, six restricted the* , 

Cnumbcr(of physician visits., and fourteen States 
cut eligibility. 

The President's FY 1983 Budget : The 
Admi n i stration is proposing to cut Federal Medi- 
caid outlays by $2.1 billion in FY 1983. This 
amount is in .addition to the $880 million in 
reductions already schedule^ for implementation 
under the fo 1981 Reconciliation Act. These reduc- - 
tions are proposed at a time when many States are 
finding their revenues reduced by the downturn in 
the economy and the decline in overall Federal 
assistance, and when the price of medical care is 
rising at rates in excess of the overall cost of 
1 iving . 

The major. Administration "savings" pro- 
posals would shift Federal Medicaid costs to the , 
states and program benef aciaries . The current 
Federal matching rates would be reduced by 3 
percentage points for all "optional" services * 
(such as clinic care) and all "optional" eligibi- 
lity categories (such as "medically needy M families 
This Would require States to spend more at their 
own funds to provide the same level of services or" 
r»i lgibi lity; where States are unable or unwilliny 
to do 5;o, these services and categories will be ; 
cut. ! 

The Administration is also proposing to : 
require States to impose copayments on all "cato- ; 
gorically needy" AFDC rec i pients" and all "medical $"y 
needy", mothers and children. The mandatory mini-: 
mum amounts would, be $1.00 per visit for physiciajh, 
clinic or hospital outpatient department service^ 
in the case of the "categorically needy", $1.50 in 
the cage of the "medically needy." For inpatient 



hospital services, whether elective or emergency, 
minimum copayments in the amount of $1 and $2 per 
day would be required for the "categorically 
needy" and. "medically rteedy," respectively. States 
could, at their option, impose add i tional cost- 
sharing requirements on a^iy group for any services; 
this cost-sharing would not longer have to be 
"nominal, 11 as required under current law. States 
would not be required to increase cash assistance 
payments under AFDC to offset the mandatory co- 
payment requirements. Thus , mo the rs and children 
in AFDC - f ami 1 ies would find their access to medical 
c_a>«^flubs tantial ly impaired . ^~ 

In addition to these and othe 4 r legislative 
changes in the Medicaid program, the Administra- 
tion is also proposing' further reductions in AFDC 
eligibility and benefits which will result in the 
loss of Medicaid coverage for 13 3/000, AFDC families 
'in FY 1983. " 



1 1 . Maternal and Child Health ty-ICH) Services 

' Block Grant, Title V of the Social Security 
Apt ^ 

Overview : The MCH Block Grant makes 
Federal" funds available to the States for the pro- 
vision: or purchase of a broad range of maternal 
and child health Services. The purposes are to 
enable 
reduce 
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States to reduce infant mprtal i ty , to 
the incidence of preventable diseases and 
handicapping conditions "amonq low-income children, 
to increase the availability of prenatal, delivery, 
an<} postpartum rare to low- income women , to in- 
crojino the number of ch i Idren ' immun i zed against 
disease and receiving health assessments, and to 
provide medically necessary services to handi- 
capped children. 

The MCH Block C,rant was created by the 
Omnibus Budget Reconciliation Art of 1981, P . L . 
97-35. I t u represents a consolidation of sevfcn 
separate formula and categorical grant program^: 
the Maternal and f*hild Health and Crippled Child- 
ren's program (formerly at Title V of the Social 
Security Act')-; the Supplemental Security Income 
program for n/sabled Children; the Lead-based 
Paint Poisoning Prevention program; the Voluntary 

y 



£estin,g and Counseling Programs for Genetic 
Diseases; the Sudden Infant Death Syndrome pro-^ 
gram-; the Hemophilia Diagnosis and Treatment 
Centers program; ' and' the Adolescent Pregnancy . - 
program. • 

A total of $373 million is authorized to 
be appropriated in FY 1982 arid 1 each fiscal year 
thereafter for the new MCH Block G^ant; actual FY 
1£82 appropriations total $347.5 million. MCH 
Block Gr'ant funds may not pe transferred to other 
block grants or used for purposes other than the 
provision or purchase of maternal and child health 
and crippled children's services. s 

x Funds appropriated in any fiscal year are 
to be allocated among the States based oh their 
proportionate share of 1981 outlays for phe pro^ 
grams consolidated into the MCH block grant. In 
order to receive their allocations, Staters must 
file with the Secretary of Health, and Humafa Services 
a description 'of £n±ended expenditures .and a 
statement of assurances that the State will comply 
with certain Federal requirements. In addition, 
States are required to submit to the Secretary, 
and to make available to the public annual 
activity reports and biennial audits. MCH Block 
Grant funds may not be used in a' manner that 
discriminates on the basis of age, handicap, sex,, 
race, color, national origin or religion. * 

There is a State matching requirement. For 
each $4 in Federal funds a State receives under t 
the MCH services block grant, it must spend $3 of 
its own funds on MCH services. 

The legislation provides that 15 percent 
of the funds appropriated in FY l?82--and between 
10 and 15 percent of the amounts eachi- fiscal year 
thereafter — is to bj> administered by the Secretary 
of HHS. This Federal sei-aside may be applied to 
one or more of thef following purposes: special 
projects of regional arid national significance; 
ry^elhsfh; €ra^ining; genetic disease testing, 
counseling,/ and information development and dis- 
semination; and hemophilia programs. The Secre- 
tary is also responsible for identifying within 
the Department of HHS an identif iable * maternal and 
child health unit which, in conjunction With the 
National Center for Health Statistics, is to 
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collect and maintain information on the health 

status and health service needs of mothers and *; 

children. 

p. i. ^ .«• v 

Eligibility : States may set their own 
eligibility criteria under the MCH Block Grant. If 
a State elects to charge for services provided, it 
may do so; howeveir, it may not impose any charges 
for services on children or mothers whpse incomes 
fall below the Federal poverty guide-lines estab- 
lished" by OMB (the current poverty level for a 
- family of four, except in Alaska and Hawaii, is t 
$8,450). In 1^80, under the former programs 
consolidated into the MCH Block Grant, 2.8 million 
children and 400,000 mothers received physician 
, services . ^ 

Services : States may use MCH*>Block Grant 
funds for the' provision of a broad range of maternal 
and phild health immunization prbgrams, vision and 
hearing screenings school health services, dental 
care, and inpatient hospital services to crippled 
children, high-risk pregnant women and infants. 
Block Grant funds may not be used to make cash 
payments to recipients , 1 to purchase or improve 
land or,: buildings or to match other Federal pay- 
ments . t. 

FY 1982 Budget Changes : In the Omnibus 
Budget Reconciliation Act of 1981, P.L. 97-35, 
Congress created the Maternal and Child Health 
Services Block Grant dutxOf seven different formula 
and categorical grant programs. The Act reduced 
the authorization level for the Block Grant in FY 
1982 to $373 million, aif 18 percent reduction from 
FY 1981 appropriations levels of ?4£6 million fof~ ~ 
the programs involved, without adjusting for 
inflation. Actual FY 1982 appropriations were 
$347.5 million, even lower than the authorized 
level . • 

The President's FY 198 3 Budget Proposal : 
The Administration is proposing to include the 
Special Supplemental Food Program for Women, 
Infants and Children (WIC) , as well as the related 
Commodity Supplemental Foods program (GSFP) , into 
the MCH Block Grant, reducing the authorization 
for FY 1983 to $1 billion. This would represent a 
22 percent reduction from FY 1982 appropriations' 
levels for all three programs of $1.282 billion , 
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without any' adjustment for inflation . States 
would. either have to make up the shortfall in 
Federal funds or reduce outlays for maternal and 
child health, maternal and child nutrition'or 
both. The target population for these programs — 
low-income mother s" and children — are unlikely to 
Jse able to make up the resulting reduction in 
eligibility or benefits. 



III.. Special Supplemental Food Program for Women , 
Infants and Children. (WIC] I , Section 17 of 
the Child Nutrition Act of 196jeT 

- • / 

Overview : WIC is a Feder'a lly-f unded 
program that provides supplemental food and 
nutrition education through State and local 

1 health clinics to low-income, high risk pregnant 
and nursing women and their infants and children. 
WIC is intended to complement medical care ser- 
vices in improving the health status of this 
target population. 

For FY 1982, $1,017 billion is authorized 
for WIC; actual- appropriations for the year total 
$904.3 million. No State or l'ocal matching funds 
are required. 

WIC is administered at the Federal level 
by the Food and Nutrition Service of the Depart- 
ment of Agriculture. The Department distributes 
WIC funds among the various States, who' in turn 
distribute the funds among local agencies based 
upon claims'. The State agencies involved are 
commonly State health departments; the local , 
agencies may be public health or welfare agencies 
or private nonprofit health agencies that provide 
health services. 4 Twenty percent of the funds are 
available to States for administrative costs , 
such as eligibility certifications and food 
delivery. 

In order to participate in WIC, Spates 
must submit an. annual operating plan describing 
the State's delivery system , arrangements for co- 
ordinating with related Federal programs, and 
priority areas -and populations. The State agency 
is required to^und local agencies serving areas 
'or special populations most in need*. 



Eligibility : The target population is 
pregnant and postpartum" mothers and infants as well 
as children who are (1) low-income and (2) medi- 
cally certified to be at risk because of inadequate 
nutrition or poor health .or both. Women are 
eligible for up to one year after termination of 
pregnancy; infants and children up to age 5. 
States have some discretion in determining income 
eligibili ty levels ; however , these may not be 
lower than 100' percent of the Federal poverty 
level or higher than 185 percent ($15,630 for a 
family of 4 for 1981-82) . 

Services : Beneficiaries receive prescribed 
supplemental foods; such as iron-fortified infant 
formula, milk, eggs, cheese, cereals and fruit 
juice, whether in the form of, food or as vouchers 
that can bere^eemed in stores willing to partici- 
pate. Food packages varyv by t eligibility category ' 
(e.g., infants* 0 through 3 months, infants 4 
through 12 months, etc.). Participants also 
receive nutritional education. 

FY 1982 Budget Changes : Although the 
Administration proposed to cap WIC funding in FY 
1982 and subsequent years at $725 million, or 28 
percent below FY 1981 appropriations, the Congress 
agreed to authorize the program at $1,017 billion 
in FY 198 2. Actual appropriations for FY 1982 
are $904.3 million. The effect of this appropria - 
tions -level is a reduction in the population ~~ 
served by the program of 200,000 mothers,, infants 
and children . - — 

The President's FY 1983 Budget Proposals : 
The administration is proposing to consolidate 
WTC, alon-g with the companion Commodity Supple- 
mental Foods program, into the Maternal and Child , 
Health Services Block Grant established by the , 
Omnibus Budget Reconciliation Act of 1981. The 
authorization for the new Block "Grant would be 
set at $1 billion. This represents a reduction 
of $281.6 million from FY 1982 appropriations for 
the programs involved, or 22 percent before 
adjusting for inflation ." States would have to 
decide whether \o make up the shortfall in Federal 
funding or whether to ration health care or 
nutrition or both to this population. 
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IV. Other Child Health and Related Programs 

While Medicaid and the Maternal and Child 1 
Health Services Block Grant are the largest 1 Federal 
health programs directed toward the needs of 
motihers and children, they are by no means the 
only ones. Other important child health programs 
include: 

Childhood Immunization Program (section 
317(j) of the Public Health Service. Act.) I This- 
program, administered by the Centers for. Disease 
Control of the Department' of Health and Human 
Services, provides grants, vaccine, epidemiological 
assistance and personnel to State and local health 
departments to immunize children against such pre- 
ventable diseases as polio, measles, rubella, 
tetanus, diphtheria and whooping cough. The 
program was funded at $24 million in FY 1981* and 
provided for the immunization of 6.3 million 
children. FY 1982 funding was reduce4 to $21.8 
mil 1 ion ; it is estimated that this will result in 
a one-third reduction in the number of ^children 
immunized The President's FY 1983 budget proposes 
to fund the program at a level of $21.9 million. 

, Community Health Centers (section 330 of 

the Public Health Service Act) : This program 
makes Federal grant funds available directly to 
public and nonprofit p'riviate health clinics 
delivering comprehensive primary care to medically 
underserved populations. There were some 870 CHCs 
in urban and rural underserved areas in 1981, 
serving about\5.2 million people. About 45 per- 
cent of the population served by these Centers was 
children, and about 3 5 percent women Of childbearing 
age. Funding for the program was reduced from 
$324 million in FY 1981 to $248 million in FY 
1982, a 24 percent decline without adjusting for 
inflation. As a result, 140 Centers have already 
been closed, and a total of 220 is expected to 
close by the end of FY 1982. This means .tihat an , 
estimated 560,000 children and 440,000 women of 
childbearing .age will have to look elsewhere for 
care I n the medically underserved areas where the y 
live . ( 

The Omnibus Budget Reconciliation Act of 
1981 created a Primary Care Block Grant which, 
effective FY 1983 , giv*es the States the option to 
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take over administration of the CHC program. If a 
State chooses not to do so, then the Federal 
Government will continue to run the program in 
that State. The Administration in its FY. 1983 
budget 5 *Ts proposing to restructure the Primary 
Care Block Grant to include three other programs 
(Migrant Health Centers, Family Planning and Black 
Lung Clinics) and to set the authorization level 
at the combined FY 1982 appropriations levels for 
all the programs involved ($417 million).. Congress 
rejected a similar Administration proposal last 
year. 

Family Planning Program (Title X of the 
^Public Health Service Act): The Family Planning 
program makes funds available to public and non- 
profit private projects that provide family 
planning and related health and educational 
services. In 1981, over 4 million adolescents, 
women and mothers received services at al^out 
5,000 family planning sites. Program appropria- 
tions for FY 1981 weite $162 million, for' FY 1982, 
$124 million. The President's FY 1983 budget 
proposes to consolidate the Family Plannflmg pro- 
gram into the Primary Care Block Grant. T^oncjress 
rejected a similar Administration proposal last 
year, deciding insteaA to reauthorize the program 
on a categorical basi s\through FY 1984. 

Migrant" Health Centers (section 329 of the 
Public Health Service Act) : The MHC program pro- 
vides grants to public or private nonprofit 
entities delivering primary health care services 
to migrant and seasonal farmworkers in high impact 
rural areas that experience significant inflows of 
workers during the harvest and growing seasons. 
In 1981, over 120 MHCs served some 220,000 migrants 
and 360,000 seasonal farmworkers, a high percentage 
of whom were women and children with no other 
source of prenatal or well-child care. FY 1982 
appropriations for the MHC program are $38 million, 
down from $4 3 million in FY 1981. The President's 
FY 198 3- budget proposes to fold the Migrant Health 
Center program into the Primary Care Block Grant. 
Congress rejected a. similar Administration pro- 
posal llast year, opting, to reauthorize the program 
as <yw^te(jorical program through FY 1984. 

Community Mental Health Centers (Title XIX 
of the Public Health Service Act) : The CMHC pro- 
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gram makes grant funds available', through the States, 
to public and private nonprofit entities providing 
comprehensive Cental health services on an outpatient 
basis, Tn 1981, about 790 CMHCs throughout the 
country delivered services to 3.1 million people, 
about 20 percent of whom were children and 
adolescents. In FY 1981, CMHC funding, authorized 
under the Communi ty*Men tal Health Centers Act, was 
$783 million. Under the Omnibus Budget Reconcilia- 
tion Act of 1981, this Federal categorical program 
was consolidated into a new Alcohol, Drug Abuse and 
Mental , Health Services. Block Grant to the States, 
and overall funding was reduced by 20 percent in 
FY 1982. Although the proportion of funds allocated 
to mental health varies from State to State, nation- 
wide roughly half of the funds are distributed to 
CMHCs. The President's FY 1983 budget proposes to 
rontinue funding for this Block Grant at FY 1982 
levels, making no adjustment f6r inflation. 

com modity Supplemental Food Program (CSFP) : 
The CSFPTs a predecessor of the WIC program, and 
currently operates along side of, or in place of 
WTC programs in 21 project areas. Persons may 
participate in one or the other of these programs, 
but may not^ participate in both. Authorized 
through FY ,1 985 , the CSFP program provides Federally 
purchased commodities to States, which in turn 
distribute them through local agencies to low- 
lrvome pregnant and postpartum women, and infants 
and children residing in approved project areas. 
In FY 1081, an average of 113,000 women, infants 
And children participated in CSFP programs operating 
ih 21 project areas 'at a Federal cost of $27.5 
millicfh.' FY 1982 appropriations provided $29.8 
million for the program. For FY 1983 the Admin- <r 
i strut ion has proposed to .consolidate this*program 
and WIC into the Maternal and Child Health Services 
Block Grant as described above. 
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CHILD HEALTH AND RELATED FUNDING 
(in millions) 



FY 148 3 

FY 1981 FY 1982 Admin. 

Actjjal__ _ (Eflt , ) Proposal 

Medicaid $16,8)1 $18 f 101 • $17,006 

Maternal fc Child Health 

Serviceo Block Grant 456.2 a/ 347.5 . 1,000 

Special Supplemental 
Food Program for 
Women, Infant n and 

Chidron 900.0 904.3 * — b/ 

Commodity Supplemental 

Food : * < ^\^ 29,8 ~~ 

childhood Immunisation 24,0 V\ 21.8 21,9 

Community HeaUh U'ontoro 32 3 . /T^ 248.4 4 1 7 c/ 

Migrant Health rentero 4 3,2 » 38.4 — c/ 

Family Planning 161.7 124.8 o — c/ 

Community Mental Health 

rrnterfl 278 . 1 — d/ — d/ 



a/Total apprnpr'tat lonn for programs conoolldated into Block 
Grant in FY 1982. 

b/The Admi ru nt rat ion propooea to connolidato thio program 
ifttu fh^ Mntorna) and Child Health Sorvlceo Block Grant. 

'-/The Adm i n i ntrat ion propoaeo to conoolidate thio program 
into *he Primary rare Block Gran^phieh becomeo effective for 
CMCn in FY l')H ). . 

d/^>>nnoi idat ed into Alcohol, Drug Abnue and Mental Health 
No* vi' ; er* BTrx'k Grant » 4 




Over view : Millions of American children 
every day receive a large part of their nutritional 
needs through one or more major child nutrition 
programs supported by the Federal Government: the 
School Breakfast and School Lunch programs, the . 
Child Care Food program, the Summer Feeding pro- 
gram, and the Special Milk program. 

About 3.6 million children in 33,000 
schools, 88 percent of them poor or near-poor, 
participate in the School Breakfast program; 27 
million children participate in the School Lunch 
program. A 1980 s'tudy by the Congressional Budget 
Off ire found that, except for the WIC program, the 
School Breakfast program is the most nutritionally 
effective of the child nutrition programs and is 
highly cost effective. 

The Child Care Food program provfdes' meals 
to children of working and poor parents while they 
are cared for in day care centers or family day 
care homes. About 90 percent of the funds for 
this program are used to provide meals for poor or 
near-poor children. Nearly 2 million low-income 
children, primarily from inner-city neighborhoods, 
receive lunches during the summer months through 
the Summer Feeding program. 

A description of the major child nutrition 
programs follows. 

I, Nati onal School Lunch Pr ogram (NSLP) 

The NSLP;. the oldest and largest child 
nutrition proqram, is permanently authorized by 
the National School Lunch Act of 1946. In FY ' 
1981, Federal subsidies were provided to State 
educational agencies, and in some cases directly 
to schools, to reimburse the costs of serving 
lunches to just over 26 million children. 

- (14) 

2t- ■ 



/ 



A: -X x ' «x imat e ly 4* per'-en' of the children partici- 
pate* t m ^he s 'hpnl lunch program were from 
Virilies whose income allowed them to receive the 
bandies t r» % #« or at reduced price. Beginning in 

l'*Hx~H<! s-'hool v^ar , income eligibility is. set 
i> 1 JO percent of * he OMH income poverty guidelines 
*> x Me.* meals and lH f » percent of these guidelines 
fnr relumed pr i meal «. The remaminq children 
r»»iM-ived lunches *hat were federally subsidized to 
i lesser dejree, but without regard to family 
irn'omf' status. 



1 r - 'jj'hlilL? Bre ak i ast Program (SBP) 

The school breakfast program was estab-, 
i rihed a*; a fwo-year pilot program in 1966 with 
the rr*a*'*nerit of the ('hi Id Nutrition Act of 1066. 
The pr<*fram was originally designed as a grant- 
in-aid • < -* spates tor the purpose of creating or 
expandiw nonprofit breakfasts programs in schools. 
In 1 '* * \ f he funding of the program was modified 
in^yp^YiormiW'*' funding basis providing cash 
assMS*ari-e fn- states on the basis, of the number 
r s \ br^aki uut s ?w*rved and a f ederal reimbursement 
ri*»% Th«- program was extended, and in i07 r > was 
t^er jvanei;* I v authorised. 

I rv \'*Hl, »Ui average of approx imate iy 
children participated in the school 
breaHf V»* programs operated by some 3 r >,000 schooLs. 
The vert rt t : -rity of the participants (BO per- 
'•r':: 1, '» wer«« f ron Jamil res with incomes below 125 
pej<'er.» »! 1 fh" poverty Level and received free 
break j v;t s. 

% , 

I I i Id, .'Vu»- Fond Program (CXFP) 

The rrpp has been one of the fastest 
gr 'Wing chi ld rmM 1 H orr^rograms , The program 
subsidizes meals serveg to children under IB, bufe 
primarily of preschool age, who are enrolled in a 
I i'-ersed nonprot i t , nonresidential child-care 
\ i > ir \m< 
I 

Average daily FY 1981 participation in 
♦he ''hi Id 'Tare tood program was 74 4 ,500 children. 



1 

These children, most of whom are under age 5, were 
participating in some 66,000 day care centers and 
tamily day care homes. In FY 1981, over 90 per- 
cent of the children in these outlets received 

tree or reduced price meals. v * 



IV. Summe r Food Service Program (SFSP) 

The Summer Food Service program provides 
federal reimbursement for meals served free, 
during the summer months, to children living in 
areas with poor economic conditions. Such areas 
are defined as cfxoas where 50, percent or more of 
the children* in school food programs receive free 
or reduced price meals. Programs are operated by 
residential public or private, non-prof it summer 
camps or public or -private non-profit school 
authorities, or local, municipal or county govern- 
ments developing special summer or School vacation 
program which provide food service. 

In the summer of 1981, an average of 1.3 
million children participated in the Summer Food 
Service program at a federal cost of $106.7 mil- 
lion. Under current, law federal expenditures for 
the Summer 1982 program are expected to fall to 
$61.1 million as a consequence of changes made t\i . 
P. I,. 97-30. 



V.' S[hm ? i a 1 M l lk Program (SMP) 

The Special Milk program provides a feder- 
ally set subsidy or reimbursement rate for milk 
served in schools or institutions that do not 
participate in other child nutrition programs. 
For FY 1982, this program is expected to proyide 
$2 3.9 million in federal funda to offset tt# cost 
of providing such milk. This milk nay be provided 
free to low income children (in which case the 
federal payment meets the full cost) or at> a 
lowered price for all children., without regard to 
family income, at the option of the participating 
school. In the past, the vast majority of milk, 
86 percent, was provided at the partially subsi- 
d i zed rate . 
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In FY r»Hl, tpproximtely 10 million 
children, in Hs,Q0 0 sehooLs and, institutions, 
rnvrvvd rederally subsid 1 zed mi lk under this * 
jr-ji,\ P i ,v> 1 -os* ot 511*). H million. For FY 1 9 B 2 , 
n expected f ha'r .^^r^x imately 20 peroen^of 
t xv*-i pur * i-* lpaiit s will be pdrtinpat inq lrf^the 
jr'»'jT«im. This dramatic reduction is a consequence 
wi - the provision in I J . I*. Ofc-) r >, which prohibited 
schools par t ic ipat inq in federally subsidized meal 
proqrums from also part ic ipatinq in the special 
milk program. In FY 1981, -approximately 88 per- 
cent of all special milk WrV> provided to recipi- 
ents in schools that had other Federal food 
per vi*'* 1 programs. 



VI * ' Nu* i s » ion Fduca t ion and 'Tra i n i iUj ( MKT ) 

The MKT program provides Federal funds lor 
grants stat*' • •ducat iona 1 uqencies for devqflop^ 
men* ot comprehensive nutrition information ahd 
eflu^at lonal programs for children part icipat inq in 
school lunch and other child nutrition programs. 
Fanduif is to provide tra in inq and education for 
h«.i-«lipr'! and school food service personnel and for 
:nHiM'»ii elucation proqrum tor children.- 1 In FY 
I'M,?, 0% million was ipropr l at ed for this' pro- 
>n xr*r which was funded at 516.6 million in FY 

/ 



VII, sf 'he j. Nut ri J ion Programs Affcrt-wyj Children 

Two especially important nu t r i t i on v proqrams 
at 't erM mq children are the Special Supplemental 
F'.od Proqrum tux Women, Infants and children # 
ftoM>\ arid the Commodity Supplement a 1 Food program 
(r:;FF) . The Administration proposal for FY 1083 
would eliminate funding for both these proqrams 
and iicriMfif f undinq for the Maternal and Child 
Heal»h fMCH) HlfH'k c,rant. A descr i pt ipn* of these 
ptoqrams and the proposed fundi mi cuts can be 
found in th'V^chapter ori Health- Service supra . 

FY \\ #/ Ruu/^e t Ch anges : Child nutrition 
programs w*T'~ cut s i<fru f leant ly in the FY 1982 
bud ret . The School Breakfast procyram was cut by 
«M) fHS''»'nt . As a result of. the .cut, some 800 
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fewer schools now serve breakfast; over 400,000 
fewer children now participate in the program . 
About 70 percent of the decrease is in free or 
reduce— priced breakfasts to poor or near-poor 
children. ' 

, " The School Lunch proqram was cut by 30 
percent, or $1 billion. These cuts were achieved 
by changing eligibility rules for free and reduce- 
price meals and by decreasing the subsidy for 
students paying full"price for theiKmeals. As a 
result of the FY 1982 cuts, over 2,000 fewer 
schools and nearly 3 million 'fewer children are 
partici p ating in the program , including 900,000 
poor and near-poor children who had been receiving 
free or reduced-pr ice lunches. 

The Child Care^ Food program (CCFP) was 
also cut by 30 percent, or nearly >130 million. 
Child care centers and family homes can now serve 
only twp meals and one snack a/day , compared to 
three meals and two snacks a day before the cuts. 
Eligibility tules were also changed for this 
program. Some child care centers have been forced 
tn close because of the combined effects of CCFP, 
CKTA and social services cuts. Many of those 
tjiat remain open are raising fees charged to low- 
income working parents, reducing the number of 
children fhey care for, or reducing the quality 
of care they provide. 

The Summer Food Service program was cut 
by r ,0 percent in FY 1982. Only 1 million children 
will be eligible' to participate in the summer of 
1982. Programs previously operated -by churches 
and religious' organizations, YMCAs and YWCAs , 
boys' and girls 1 culbs , and similar organizations 
no longer will be permited to participate. 

The Special Mj.lk program has been cut by 
over' 80 percent. In FY- 1982, the program was v 
el inunared in schools that operate school lunch 
programs. 

The Pres ident ' g FY 198 3 Budget / The 
Administration has proposed even further cuts in 
child nutrition programs for FY '1983. The School 
Lunch program will^be relatively unaffected, but 
the remaining four programo , ' which serve pri- 
marily poor and- near-poor children, will be 
significantly hurt if these ^proposals are adopted. 
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The Reaqan Administration proposes a Child 
Nutrition Block Grant, which would combine the 
School Breakfast proqram and CCFP, and a cut in* 
funding for these proqrams from $735 million to 
v 4 B B million. When th is new cut is added t o the 
cu t s m ade in these pro qrams last year, the com- 
^L m,( * cut, ^over the two years will be about r >0 
percentT Furthermore, the proposed FY 1983 figure 
would be a permanent funding level, so the number 
of meals that could be provided with the Block . 
Hrant would decrease as food prices continue *to 
rise. More schools vill drop out of the Sch^bl** 
Breakfast component!/ Hard-pressed low- income 
workinq parents will be faced with increases in 
child care costs to cover the cuts from the Child- 
Care Food component . 

In addition to the cuts in School Break- 
fast and crKP, Mie Administration has proposed 
m 1 im mat i hq the Summer Food Service proqram and 
th«» Special Milk proqram entirely. This will mean 
that approximately an additional 1 million poor 
children may qo without nutritious meals durinq 
the i-.ummer months in 1983, and many poor children 
will n'> lonqer be eliqible for free milk. 
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* CHILD NUTRITION AND RELATED FUNDING a/ b/ 
(in millions) 



FY 1981 
Actual 



FY 1982 
(est.) 



FY 1983 
Admin, 
Proposal 



School Lunch 

Regular MSec. 4) $ 7^3,7 $ 425.0. $ 452.0 

Special (Sec, 11 . - 
y — free and . 

reduced) 1,608,8 _ 1,620,3 1,768. ,9 

School Breakfast 1 321,0 335,0 0 

Child Care Food ; , 317,5 298,4 . "0 

Summer Food " 122, £ 62,0 0 

Gen, Nutrit* Asst, 

(propose^ FY 1982) . ■ , — 488.0 

Nutrit, Educ, fi^** 

Training 16,6 , 5.0 ' 0 

Special Milk 119.8 - 23.9 0 



^?3, 270.0 



$2,769.6 



$2,681.0 



a/Doe^s not reflect Administration proposed changes in the 
WIC and 5 CSFP programs , 

bounding levels shown includes amount .provided to territories 
(exclusive of Puerto Rico) and the savings associated with proposed 
nutrition assistance grant program for the territories. 



Source : FY 1983 Budget "Appendix -and Food and Nutrition 
Service Budget Request Supporting Documents — February 8, 1982. 
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AID TO FAMILIES WITH DEPENDENT CHILDREN 



Overview : Aid to Families with Dependent 
Children (AFDC) is the* only • program explicitly 
aimed at protecting poor children by giving their 
families income support. < 4 Sixty-eight percent of 
all AFDC recipients, or over 7 million persons , 
are children. Half are white. Half are eighj: 
years old or younger^ The remaining 3.5 million 
are primarily the* sole parent living with children 
in single parent families. 

Very few children "grow up" on welfare. 
Each year, about one-third of all AFDC families 
leave the program and are replaced by other 
families. One out of every eight children is 
receiving AFDC right how. One put of four will 
receive AFDC at some point in their lives. ^Con- 
trary to popular perception, the average AFDC 
family has two children. r 

1 Many parents of AFDC children are already 
working, trying to work or unable, to work. Four 
out of five of "all AFDC families are headed by 
single women. Over half have at least one child 
Tinder six. Of ten mothers on AFDC, four are 
caring for preschool children; three are working, 
seeking work or in training; one is disabled; and 
two are T not currently seeking work. Of this 
latter group, more than half are either over 45 or 
have never been employed. Two- thirds of the 
mothers of children on AFDC were not high school 
graduates. 

In most States, AFDC payments are low. In 
Mississippi (the lowest) , the average payment for 
a child is $0.99 a day or $30 per month; in Texas 
it is $1.19 per day or $36 per month. The nation- 
wide high is $4.21 per child per day. States set 
these benefit levels. By contrast, the average 
monthly paymefnt for a disabled child under the SSI 
program (where federal law sets benefit levels) is 
$7.53 per day, or $229 per month. 

.(21) 
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AFDC recipients get no ; automatic cost of 
living increases, and State AFDC payments , have 
generally not kept pace with inflation. The 
average AFDC recipient now gets .$3.10 per day, a 
decrease from the comparable $3.55 per day in, 
1976. Michigan,, for example, has cut benefits 
twice in the last three years, and other States ^ . 
have not adjusted AFDC grants to reflect losses 
due to inflation. In Arizona, for example-, AFDC 
benefits increased by 46 percent during a period 
when' the cbst of living rose by 135 percent. AFDC 
children in Arizona effectively lost more than $1 
out of every $3 to inflation. When measured in 
constant dollars (adjusted to reflect the effects 
ofinflation using the CPI-Xi index), the median 
State benefit for a family of four decreased from 
$492 v in 1970 to $360 in October of 1981. 

States can pick and choose among many 
options for who can receive AFDC. Nineteen States 
will not aid a firs t-time pregnant woman until she 
gives birth. Twenty-six States will not help a 
two-par eni^family with an unemployed parent. 

r\ . 

FY 1982 Budget Changes : Federal funds for 
the $7 billion AFDC program were cut by slightly 
over $1 billion in FY 1982. Combined with State 
matching iunds, this resulted in a reduction of 
almost $2 billion in money available for income 
supports to poor children and their families. The 
tfFDC changes adopted include the following manda- 
tory provisions: « ' 

* Limiting AFDC eligibility to 
families whose gross incomes 
do not exceed 150 percent of 
their State's standard of need. 

* Reducing disregards that are 
applied to earned income before 
AFDC benefits are determined. 

* Counting a stepparent's income 
as available to a child in 
determining AFDC eligibility . 
and benefit levels — whether it 
is in fact available or not. 
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* Not allqwing Federal* assistance/ 
for. AFDC for mothers pregnant 

/for the first time until their 
^six^th month o£ pregnancy. 

* Limiting a former State option 
of providihg AFDC to students 
ages 18 to 21,rto v students 
through age 18 who are expected 
to ; Complete high "school or a 
vocational program by age 19. 

* Except for the firsthand last 
months n of AFDC eligibility,. 
AFDC grant levels are no.w cal- 
culated ''retrospectively," 
based on income of one or two 
months prior to the month the 
grant 4_s issued. 

Optional^ provigions include: 

* Allowing States to count the 
value of food stamps and housing 
subsidies as income in deter- 
mining a family's AFDC eligi-. 
bility and benefit levels'. 

* allowing States to set up ^ 

commrunrty work experienpe , 
" '» programs ( "workf are" ) , which 
require recipients to work 
off their AFDC grant. 

* Allowing States to set up alter- 
native work programs for AFDC 
recipients, including work 
supplementation programs and 
work incentive ' demonstration 
substitutes for the Wllfl program. 

FY 1982 Budget Changes : The impact of* 
these changes on the 7.6 million children and their 
families who receive AFDC will be" significant. At 
least 660,000 families are expected to lose AFDC 
or to receive reduced benefits. These families 
include over 1 million children. In New York 
State alone, approximately 36,000 18- to 21-year- 
olds who are in school are expected to lose their 
AFDC eligibility. 
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. Loss of AFDC also means the loss of 
medical care and other essential support services 
fpr many children and their families. in 20 
States, loss of AFDC automatically means loss of 
eligibility for Medicaid. In addition,, increased 
fiscaj. pressures on families have accelerated the 
demand for alternative services, which are also 
being severely cut back. For example, reductions 
in coverage of first-time pregnant women are 
occurring at the same .time unplannedgjfceenage 
pregnancies are likely to increase Ss a result of ,r 
reductions in family planning services. 

The President's FY 1983 Budget : The Admin- 
is tr at ion - T^a~s — propo~s^d~^^ ^1 . 2 billion 
in cuts in the AFDC program for FY 1983, a real 
cut of over $2 billion when loss of State matching 
funds is included^ And the Administration's "new 
federalism" proposal would by FY 1984 ask States 
to take full responsibility for the AFDC and Food 
Stamp. programs in exchange for total federalization 
of some version of the Medicaid program. 

Specifically, the legislative changes 
proposed to)c FY 198 3 include the following: 

* Eliminate the Emergency Assist- 
ance program. V 

* Require e that part of the value, 
of low income' energy assistance 
grants be counted as income in 
determining a' family's AFDC 
benefits . 

* Reduce shelter and 1 utility 
allowances to AFDC families 

who have chosen tp share housing 
with other families based on 
the assumption that they no 
longer need the full amount of 
shelter and'utility assistance 
available to a family of their 
size. 

* include the income of all un- 
related adults as part of the 
AFDC household's income. 
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* Require inclusion of all re- 
lated minor children, except 
those receiving SSI benefits, 
in the assistance unit . 

* Require States to round benefits 
to the lower whole dollar. 

* Prorate the first month's bene- 
fit based on date of application. 

* Reduce Federal matching funds * ■ 
for erroneous benefit payments. 

* Combine administrative costs 
for AFDC, Medicaid and Food 
Stamps a 

* Eliminate funding for the Work 
Incentive prog'ram (WIN) which 
provides job counseling, training, 
placement and support services 
for AFDC recipients trying to 
find permanent employment. • 

* Mandate workfare programs rather 
than* leave implementation of such 
programs to State option. 



* Mandate job search for AFDC 
applicants; provide AFDC- 
Unemployed Parent benefits 
only if the parent participates 
in workfare; remove the parent 
or caretaker from the grant for 
voluntary quitting work, reducing 
earnings, refusing employment 
or refusing a workfare assign- 
ment ; and remove an employable 
parent from the AFDC grant when 
the youngest child reaches 16. 



These changes and others are expected to result 
in a $1.2 billion reduction in the program. The' 
overall impact of these cuts on families and child- 
ren will be made more damaging when viewed in the 
context of the anticipated $2.8 billion cut in 
the Food Stamp program. 
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All; fi FAMILIES WITH DEPENDENT .CHILDREN t AFDC) 



1983 

FY 1983 ao a 
FY 1981 FY 1982 Admin. ' % of 
Actual Eot . Prop. 1981 



Federal out lay/3 
(millions) 



$ 7,085 $ 6-, 953 $ 6 ,077 -14% 



Number of Recipients 
( thousands) 



11,068 11,035 10,552 - 5* 



Number of Families 
r ► housandn J 



3;789 3, 802 3,659 - 3% 



\ 
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DAY CARE AND OTHER CHILD CARE PROGRAMS 



Overview : Day care refers to care given 
infants a~nd ch i ldren by persons other than their 
own parents, usually when the mother is working or 
for other reasons is unable, to provide fullt^ime 
care for her child. It is popularly believed that 
the care of children of working mothers is most 
often provided in a center" that employs trained ^ 
child care* workers and* provides appropriate nutri- 
tion and appropriate play equipment and rest 
space. In fact, many children are in group care in 
a home provided by an untrained person or in 
individual care provided by a relative, neighbor 
or friend in either the home of the child or the 
caretaker. In many cases, children, even very 
y.ounq children, are left alone when mothers work* 

"According to the most recent 'census data, 
most mothers (58 percent) with children' under* 18 
work outside the home. In March 1981, "a record of 
8.2 million (44.9 percent) of all preschoolers 
# (under age 6) had mothers in the workforce. Ade- % 
quate child care is a major problem for most 
working and would be working mothers v J (0f AFDC V 
mothers only 14 percent are in the work force.),, 
CYjncern for the welfare of the children of working 
mothers <^s well as concern for increasing the 
economic independence of families have been 
reasons that the Federal Government has become 
involved in Day Care. 

The first significant use -cfr" Federal funds 
for Day Care Services was during World War II when 
the Lanham Act provided funds to the States to 
provide day care for mothers working in war industries. 
At the end of the war, the funds were withdrawn, 
the centers closed, but not all mothers left the 
workforce. During the last half of the 1960*0 and 
during the decade of the 70* s, Federal funding . for 
day care expanded greatly. Currently, there are a 
larqe number of Federal programs that include 
day care as a component part. Federal support 
crmos from a variety of sources and precise amoUnts 

(27) 
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of funding for. day care aye difficult to determine. 
Overall, Federal support for day care has increased 
from $12.3 million, in 196&to approximately $2.0 
billion in FY >981 ($3.0 bYllion if the tax credit 
for day care is included) . t \ 

Several factors make it imposs ible ' to cal- 
culate the actual number of children in Federally 
supported day care programs: (1) any one day care 
center, may receive funds from more than one Federal 
program; (2) day care is frequently only a part of 
the budget of a larger discretionary Federal program 
that varies from State to State; (3) .accurate 
records have not been kept or are not current; and 
(4) some of the Federal support is not provided by 
direct payments but rirs- provided by an indirect 
method such as allowing an individual a tax oredit 
for day care expenditure^ or not counting certain 
amounts spent on day care as income for purposes of* 
determining ^eligibility for AFDC or food stamps. 

f 

The following programs are the most siqni- 
f leant Ferieral%upport of day care and child care 
services. " 



I, •> Block Grants f or Soc ial- Services (BOSS) 

Under Title XX of the Social Security Act, 
Federal funds are given to the States (with. no 
requirement for State matching funds) to provide a 
whole host of social services. One of the services 
is day carp. The States have much flexibility in 
deciding how much of the grant, if any, will go to r 
day care, but they are specifically authorized to 
give grants to day care providers who hire welfare 
recipients as "caregivers . " There are no family 
income ' requi rements and no fee requirements. 

States receive Federal money on the basis 
of population. The total amount available, to all 
States for FY 1982 is $2.4»illion. As a result of 
the Administration's FY 198!*budget, as enacted in 
P.Ij, 97-55, States no longer have to provide 25 
percent in matching funds and they no longer have 
to develop periodic State plans. However, they 
must make and publish annual reports on the use of 
funds and independent audits are required at. least 
every two years. Because it is an entitlement 
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program, Till** XX w^ir> not attested by the 4 per- 
cent across- the-board reduction in funding which 
was provided for most non-entitlement domestic 
% progra,ms~ for 1 982 as part of P.L. 97-92. 

If m estimated that. day care services for 
children consumed about 2 r > percent of all Federal 
funds spent for Title XX in Fiscal Year 1981 or 
approximately $71 f ; million. Day care expenditures 
of both State and Federal funds were approximately 
$88f> million or 20 percent of the total Title.XX 
program. With few excpetions, expenditures for a 
particular service vary widely among the States. 

FY 1982 Budget Changes :, The Omnibus 
Budget Reconciliation Act of 1981 (P.L. 97-92) 
amended Title xx, reducing funding from $3.1 
bill Kin to 5 2.4 billion and eliminated a special 
5200 million earmarked for child care that was 100 
percent Federally funded. It also eliminated the 
requirement that t he States supply $1 for every $3 
*in Federal money. 

T . h £. Presi dent 1 s FY 1 98 3 Budget: The 
Admin i s trat Ion 1 s FY 1 98 3 budget proposal would 
mean an 18 percent cut in the Title XX Social 
r^rvi'.Ti; Block Grant (from $2.4 billion to $1,974 
billion; which some estimate will cause 100,000 
families to lose child care services. 



II. W>rk Inrent i ve Program (WIN) 

The Work Incentive Program (WIN) , con^ 
tamed in Title IV A and C of the Social 'Security 
Act, authorizes 90 percent matching grants to the 
States to help applicants and recipients of Aid to 
Families with Dependent Children (AFDC) find and 
retain jobs. WIN requires States to provide child 
rare services for those who need them in order to 
participate in employment or training under WIN. 
WIN is jointly administered by HHS and the Departm- 
ent of Labor. The average number of children who 
received WIN day care during FY 1979 was 74,029. 
The* day care portion of the program for FY 1981 
font an estimated $ r )0 million. 

FY 1982 Budget Changes : In FY 1982 the 
WTN funding was reduced from $365 million to 




$245 million/ a reduction of almost 33 percent.* 

The President's FY 1983 Budget : The 
Administration is proposing to eliminate funding 
for the WIN prdqr^m altogether in FY 198 3. 



0 

III. lfe ad Start 

* In January 1964, President Johnson announced 
his plans for the. War; on -Poverty. The war was 
launched with the enactment of the Equal Oppor- 
tunity Act (P.L. 88-452) which provided Federal 
* funding for programs -designed to reduce the causes 
of poverty. Head Stairt, au^horizqd under this Act 
is an educational program for primarily low- income 
children between the ages of 3 and 5. It has ag . 
its broad ob)ectives the improvement of a child's 
health and social development, as well as prepara- 
tion for formal education. The program -stresses 
the importance of parents par t icipat ion i'n both the 
program planning and implementation,. Since 1965' 
Head Start has provided health, educational and 
nutritional services to 7 . £| million children and 
their families. The average cost of maintaining a 
child in Head Start is $2,343 per year./ , * 

The demonstrated success of Head Start^ is 
well documented. Head Start children are medi- 
cally screened and provided with^any necessary 
treatment. Therefore", the healtn of these children 
is bet ter than children ,pf similar background who n 
have not been in Head Start. Follow-up studies 
have, also shown that Hefad Start children dp better 
in school and >tequire , less remedial education than 
non-Head Start children. -Head Start has also 
festered the . i ncreased education and employment of 
parents. Over 12 % , 000 parents received some college 
education and 30 percent of Head Start classroom 
staff are current or former Head Start parents. 

Head Start is administered by the Depart- 
ment of Health" and Human Services. Federal funding 
is set at 80 percent of program costs distributed 
directly to the agencies providing the services. 
The remaining 20 percent io paid -by the States. At 
least 90 percent of Head Start children oome from 
low- income families, and 10 percenjt of Head Start 
children must be selected from the handicapped^ 
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population. Some 61 percent- of Head Start's - f 
children are black or hispanic and 65 percent live 
in urban areas. In H 1981, 378,500 children 
participated in Head Start. 

FY 198 2 Budget Changes :. The Administra- 
tion Originally adopted the 16 percent increase 
proposed by the Carter Administration in Head 
start's budget, from $820 million in FY- 19 81 to* 
$950 million in FY 1982. This increase would 
have helpe^d Head Start programs keep pace with 
inflation Lut not expand. In September, the 
Administration shifted from requesting $950 million 
and recommended .that Head Start be cut. back 12 
percent, to $S'3t> million. Congress included $912 
million for Head Start for FY 1982. 

Funding constraints 4!ver the past several 
years have - caused* a reduction in the number of 
hours of service per day and the* number of weeks 
per year that programs stay open. Teachers re- 
ceive low .salaries (averaging approximately 
$7,500 per yearK Classroom size has increased, 
star" i -oh i 1 d. ra 1 10 s have decreased, and high 
transportation costs have excluded many isolated 
rural families from^the prpqram. , * 

The Head Start proqram has al^o suffered 
indirectly as a result of program cuts in other 
areas. For example, Head Start lost 6 , 000 workers * 
(or ,$2,6.9 million) because of*the elimination of 
the Public Service Employment component of the 
romprehens i ve Employment »and Training Act (CETA) .' 
These workers served mpre than 50,000 children. 
Head .Start lost almost $20 million from the,. 
Department of Agriculture's Child Care Food 
program. Head Start lost approximately $12.1 
million from Title XX social services (now the 
Social Services Block Grant). In addition, the 
effect^ of cuts in AFDC, Medicaid, food stamps 
and low- income energy assistance will affect many 
of the children and families served by Head 
Star t . 

The President's FY 198 3 Budget : Budget 
Director Stockman proposed that Head Start -be 
placed in a block grant to be phased in over a 
four-yoar period beginning in FY 198 3 and funded 
at $780 nrillion'—a cut of 14.5 percent. The 
President, in response to an appeal by the ' 
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-Department of Health and Human Services Secretary 
Schweiker, has overruled Stockman and proposed 
that Head Start remain as a categorical program* 
with funding of $912*miilion in FY 1983. 



IV. Indirect Federal Supports for Day Care 

A. Tax Credit for Day Care Expenditures : ' > 

The largest single source of support for 
day care services is through indirect funding 
provided" under the Internal Revenue Code. According 
to the 1982 Carter Budget Analysis, in 1980 about 
$885 million was "spent" under the provisions of 
the tax code, as amended by the 1976 Tax Reform , 
vAct, which provides for a tax credit to families 
with children under age 15 who have day care 
expenses related to their employment or educa- 
t i on . 

The credit is currently claimed by 3.8 
million families, mostly middle- and upper- 
income. Tho tax credit cost the Federal Government 
approximately. $1 billion in 1981. Until passage 
of the Economic Recovery Tax Act of 1981, the 
maximum credit was 20 percent of expenses up to 
5,2,000 for one child or $4,000 for two or more - 
children. The Tax Act provides a sliding scale 
beginning *at 30 percent for those earning $10,000 
or under a year, leveling out at 20 percent for 
incomes of $28,000 per year and up. The maximum 
amount of expenses against which the credit can 
b*> .taken has been increased* to $2, 400 for one 
child and $4,800 for two or more children." The 
rrodit is not refundable, so people whose incomes 
are too low to owe any income tax do not benefit 
from those credit provisions. 

B. AFDC: 



States are required to disregard certain 
earned income when determining . the eligibility 
for AFDC. In the FY 1982 budget, the Administra- 
tion placed a limit of $160 per month on the 
amount which could be disregarded as a day care 
expense. Previously all day care expenses reasonably 
attributable to the earning of income were dis- 
regarded . 



fcR?C 



39 



: ' A f "AM: AN l> f H. At KtJ M«' >t ; RAMS FUNDING, LEV RUJ 
(axi mill it >nn) 
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Tltlo XX 

(Day ran* 
Pit; imatotj 
portion) 



Ac t ua 1 



$2,900 , 



(Kot.J 



$2 , 40Q 



FY 198i ' 
Admin « 
_ Propooa 1 



$1 ,974 
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CHILD WELFARE , FOSTER CARE AND 
" ADOPTION PROGRAMS 



Overview : Over 1.8 million American 
children receive publicly supported child welfare 
services. Of these, some have been involved in 
the more than 600 , (*00 cases of child abuse and 
neglect reported each year. T Others come from 
families who seek help when pressures of unemploy- 
ment, fiscal constraints and other crises become 
too much to bear. 

Over 600, 000 of these children are home- 
less, living away from their families in facilities 
ranging from foster family homes to costly child, 
care institutions. . " In a largV city for example, 
it costs $5,000 a year to maintain a child fn a 
foster family' home; over $14,000 to maintain a 
child in an institution^; and only $2,300 to » ( 
maintain a- child with special services s at home 
with his or her own family. 

Often these homeless children are children 
with special needs stemming from physical, mental , 
or emotional handicaps; some are victims of par- 
ental abuse and neglect; some* are involved with 
the juvenile court/ About 60 percent of the 
children are w,hite. Over 40 percent are pre- 
adolescents and 'adolescents. 

In many States these children remain in 
care ah average of five years, shuttled from one 
home or institution to another with no sense of a 
permanent family* Their*own families may not get 
help to get their children back so the children do- 
not return home, and yet the children are not 
provided new permanent families through adoption. - 
The main Federal programs designed t,0 help child*- 
ren in these circumstances are described below. 



I . Child Welfare Services 

The Child Welfare Services program is 
authorized by Title IV-B of the Social Security 
Act.. Under Title IV-B, States' receive Federal 
matching, funds for the provision of child welfare 
services to children and their families, without 
regard to income. Funds are distributed to the 
States on the basis of under-18 population and per 
capita income.- By law, the Federal share is /75 
percent, but the States spend considerably mi^e 
*than their required 25 percent match for services 
under this program.. It i-s estimated that the : 
Federal IV-B program provides 8-10 percent of total 
State spending on 'Child welfare services . The • 
majority of child welfare services funds is spent 
"on foster care maintenance. However, family • 
counseling and rehabilitation , adoption services 
and child protection services are also funded Joy' 
this program. (The Adoption Assistance and Child 
Welfare Act of 1980 ,(P .L . c 96-272 ) *put a ceiling 
on hdw much Federal IV-B money can be spent on fos- 
ter: care maintenance—see *b$low.) ^Throughout the 
late 1970s it' is estimated that ^between 200,000 ' 
and 300,000 children per year received services / 
under the child welfare services program. 

Child welfare services are also funded 
under another major Federal' program, the Social 
Services Block Grant authorized by Title XX of the 
Social Security Act. ^ Under this program , funds 
are distributed to the States to use ^f or the provi- 
sion of a variety of social services, including 
child* protedtive services, adoption services and 
foster, care services (but not foster care main- 
tenance) . 

1 (» ■ 



II. Child Welfare Training 
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futhorized by 
Act, specifica 
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institutions o 
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development in 
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ild weifar^ training prograto is also 
Title iy^B of the Social Security 
lly by section 426. ptiis 100 per- 
f>mded program provides funds to 
higher learning , usmalSy social 
for student assistance\and curriculum 

the child welfare area. This pro- 
s various regianal training centers 
training programs to assist States 
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in interpreting, implementing ahd administering 
Federal child welfare programs-. 



Ill . Foster Care 




authorized by 
Act and provides 
maintenance pay- 



The Foster Care program 
Title IV-E of the Social Securil 
matching funds to the States fo£ 

ments for AFDC-eligible children in foster care. 
The matching rate for a given State is that State's 
Medicaid matching rate ; nationally this rat-e has 
in the past averaged approximately 56 percent. The 
Foster Care program is an entitlement program, 
although P.L. 96-272 imposed a temporary State-by- 
State ceiling on Federal foster care spending for 
Fiscal Years 1981-84, when IV-B appropriations 
exceed a certain level.. (See below for a descrip- 
tion of P.L. 96-272 . ) 
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ederal programs that fund foster * 
e or delated services include, 1 the 
curity Income (SSI) program ^Title 
al Security Act) , which provides 

maintenance for eligibile v dis- 
ildren; the Emergency Assistance 
IV-A of the Social Security Act) , 
ticipating States can provide for 
r care maintenance for any child for 
and the Social Services Block Grant 
e Social Seburity Act), which funds 
de a range of social services, in- 
care and adoption services. Use of 
for foster care maintenance pay- 
is prohibited . ' 



V . Adoption Assistance 
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condition, such as ethnic background, age, member- 
ship in a sibling group or mental or physical 
handicap, which prevents him or her from* being 
placed without assistance payments. ■' The amount of 
the payments is to be based on the economic cir- 
cumstances of the adoptive parents and the needs 
of the child, but cannot exceed the amount the 
child was receiving as a foster child. Payments 
can continue until the child reaches the age of 
18, o^, in some cases , ,21 «■ Jn addition, P.L. 96- 
272 provided that each child on whose behalf 
adoption assistance payments are made is deemed to 
be eligible %r medical assistance through the 
Medicaid program. 



V. The Adoption Assistance and Child Welfare 
Act (P.L. 96-T272) 

P.L. 96-272, which was enacted on June 
17, 1980, made numerous changes in the. Child 
Welfare Services and Foster Care programs, and 
established the Adoption Assistance program. ( This 
latter program was put into a new Title IV-E 'of ' 
the Social Security Act, along with the Foster 
Care program, which was removed from Title IV-A, 
the tegular AFDC program. This change entailed 
shifting Federal administration of the Foster Care 
program from the 'Social Security Administration to 
the> Children ' s Bureau in the Of f ice of Human 
development Services in the Department of Health 
and Human Services (HHS) . This fiscal and admin- 
istrative changeover is to be completed by October 
1, 1982. 

P.L. 96-272 was an attempt to redirect 
Federal fiscal incentives away from out-of-home 
care and encourage States to preserve families 
where possible and, where placement is 4 necessary, 
to move children into permanent families through 
return home or adoption. The law also provides 
Fedo/rdl reimbursement to States that grant sub- 
sidies to assist with the adoption of children 
with specia^rneeds such as mental, physical CjT 
pmotional handicaps. 

The requirements in P.L; 96-272 Were de- 
signed not only to benef it * children- but also 'to be 
cost-effective. By discouraging the unnecessary 
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placement of children in foster care settings, 
and encouraging the growth of alternatives that 
keep children in the home, P.L. 96-272 may lead 
over time to significant cost savings. Indeed , 
the Department of Health and Hun\an ■ Services esti- 
mated, upon enactment of P.L. 96-272, that the law 
would save over $4 ^billion in out-of-home care 
costs over the nextAfive years by reducing the 
average number of c rctld^erT^i n care by 30 percent. 
The program has not yet been, fully implemented. 

FY 1982 Budget Changes T^TTe^dminVs- 
tration proposed in FY 1982 to repeal the^ 
Child Abuse Pa^vention and Treatment Act and the 
Adoption Assistance and Child Welfare Act of 1980 
(P.L. 96-272) and to include the programs addressed 
/by each Act in the Social Services Bl'ock Grant. 
However, the Administration's proposal was defeated 
in the Congress. Both laws remained intact in the 
budget . reconciliation, process , although funding 
for the Child Abuse program was reduced from' $2 3 
million in FY 1981 to about $17 million in FY 
1982. The Child Welfare program was funded at a 
level of $156.3 million, 4 percent below the FY 
1981 funding level, fnd both the Foster Care and 
Adoption Assistance programs were maintained as 
entitlements that ensure funding for as many 
children as are eligible ' for the programs. 

The President's FY 1983 Budget : In its 
FY 198 3 budget proposal, the Administration has 
proposed to include the Child Welfare programs in 
a Block Grant. The Child Welfare Block Grant 
would include the four programs described above: 
Title IV-B Child Welfare Services and Training 
programs, and the Titles IV-A and IV-F Foster Care 
and Adoption Ass i stance* programs addressed by P.L. 
96-272. Funding for the BloCk Grant would be 
limited to $380 million for FY 1983 and thereafter. 
Thus, the proposed funding level is 18 percent 
below the current funding levels for these pro- 
grams and 46 percent below the funding levels 
originally anticipated in P.L. 96-272 for FY 1983, 
leading critics to say that passage of the Block 
Gr||nt would effectively repeal P.L. 96-272 . 
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•^HIXD WELFARE SKBVK'ES# FOSTER CARE AND ADOPTION ASSISTANCE 
FUNDING LEVELS 
(in millions) 



FY 1981 
Actual 



FY 1982 
(Est ,? 



FY, 1983 
Admin , 
Proposal 



Title IV-E (A) 

AFDC-FOster ("are 



349 



$ 345 



Title IV-E 

Adoption Assistance 



10 



Title IV-B 

Child Welfare 
Services 



16) 



153 



Title IV-fl 

Tram WW Program 



5,2 



3,8 



T'rTAI, 



$ 527,2 



$ 506,8 



$ 380 a/ 



J 



a/The Administration propoaeo to replace all four listed 
programs with a Title IV-E Child Welfare Block Grant to be funded 
ar $180. million starting in FY 198 3, 
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